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Supply and Demand of Oil 
Covers the supply and demand of oil. 


Supply and Demand 

The economy is a crucial backbone of the United States and could greatly 
impact for the better if the United States drilled for oil in a land that lives by 
supply and demand. Supply and demand is the theory that if the supply is 
low and the demand is high then the price is high, but if the supply high and 
the demand is low then the price is low. This is a great start of how and why 
oil prices get so high but there is a whole lot more going on than supply and 
demand. Even though there is more going on than supply and demand that 
doesn't mean the it is not still important factor for gas prices. 


oil market 
Gives a simple understanding of oil markets 


Oil Markets 

Kimberly Amadeo does a good job covering what causes gas prices in her 
article “How Gas Prices Get High” on the website About News. Amadeo 
starts her article by telling us that there are these commodity traders that bid 
on gas contracts to sell for profit for future delivery, which will alter the 
price of gas six weeks later. She also says that the decline in the value of the 
dollar also causes higher gas prices. She goes on to talk about how the 
recession caused gas prices to rise; Simply because all the money that was 
normally invested in real estate was now being invested into oil which 
caused the bid for oil to go higher even though there was a lower demand 
for oil at the time. Amadeo mentions that even if there is a concern about 
the surging demand from China and India that gas prices rise. She talks 
about why gas prices rise in the summer due to the higher demand for oil. 


Political and military conflict effect on oil 
Brief idea about how political and military conflict can effect oil prices. 


Political and military conflict effect on oil 

Amadeo talks about when militants took over Mosul in Irag which caused 
gas prices rise even though we don’t get much gas from Iraq. Political 
unrest in Ukraine and Nigeria also caused gas prices to rise, stated Amadeo. 
Amadeo makes another point, which potential military actions against Iran 
caused gas prices to rise. Iran threatens to close the Straits of Hormuz, 
which is where 20 percent of the world’s oil flows through, which caused 
oil to go up to 119 a barrel to prepare for the crisis. 


Weather and Natural Disasters 
How weather and natural disasters can effect oil prices 


Weather and Natural Disasters Effect on Oil Prices 

She goes on to talk about how hurricane Isaac caused refineries to close 
down which made for a loss of 1.3 million barrels a day, which caused gas 
prices to shoot up 5 cents in one day. Amadeo noted that gas prices rose 
because “commodities traders were concerned about refinery closures due 
to the Mississippi River floods.” Also mentioned in Amadeo’s article, gas 
prices reached $4.50 in California because of heat wave caused an Exxon 
refinery to shut down due to a power outage, also a north to south pipeline 
was shut down for unrelated reasons. 


How gas prices are made 
How gas prices are made. 


How Gas Prices Are Made 

This article gives a good idea how gas prices are influenced due to supply 
and demand, military conflicts, weather, investments, and natural disasters. 
Commodity traders have to be on the ball with their bidding for oil because 
it will take six weeks for the price to change at the pump. So every time 
they think the supply will be lower than demand the price for oil increases. I 
think this allows them to be a little greedy with oil prices because nothing 
really has to be on going, it just has to be mentioned. In Amadeo’s article 
she said, “concers about a potential military action, by either Israel or even 
the United States against Iran caused higher oil prices(Amadeo, Amadeo, 
About News)”, just the idea of war caused oil prices to go up, nothing 
happened and still the price of oil went up. Commodity traders are 
preparing for the worst, because they have a six week window to deal with, 
but it allows them to be extremely greedy in doing so. I agree with 
Amadeo’s short term solution to oils high price by reducing our usage and 
increasing fuel efficiency. Her long solutions have the right idea but a few 
things would have to happen in order for it to be effective. Switching to an 
alternative fuel is great but if we all switch then we are going to have the 
same supply and demand predicament that we are already in. A possible 
solution to that would be if we had multiple types of alternative fuel, maybe 
along with gas, to keep the supply high and the demand low. Public transit 
is also great but for the most part it is still relatively inconvenient which 
makes it less likely for people to use. In order for public transit to become a 
more feasible option it needs to become more practical, which would 
require heavy investments. In the end we cannot comprehend how much oil 
prices affect the Economy. 


